STATE OF CALI FORNI A
DEPARTMENT OF | NSURANCE

CLASS PLAN FI LI NG | NSTRUCTI ONS

Every insurer wishing to change any rating factors or introduce a new
Private Passenger Autonobile program nust conplete a Cass Plan filing
in conpliance with Title 10, Chapter 5, Subchapter 4.7 of the California
Code of Regul ations. These instructions and the attached filing fornmat
are available to assist insurers in this filing process. Use of the
Class Plan application format is reconmended. Send all applications to:

CALI FORNI A DEPARTMENT OF | NSURANCE
RATE REGULATI ON DI VI SI ON

Rate Filing Bureau

45 Frenont Street, 23rd Floor

San Francisco, CA 94105

No filing fee is required with this application.

Nunber of Copies of the Application and Acknow edgnent

Each Private Passenger Autonobile program nmust be submitted in a
separate Class Plan filing. One (1) original and two (2) paper copies
of the filing and supporting docunments nust be submitted. However, only
one copy of Exhibit 14 - Underwiting Quidelines is required to be
attached to the original Cass Plan filing. Exhibit 14 - Underwiting
Guidelines will not be available for public viewing. |If acknow edgnent
of receipt is desired, an additional copy of CA-CP1 and a self-
addr essed, stanped envel ope shoul d be encl osed.

Prograns Requiring a Cass Plan

An insurer witing a program for the follow ng types of vehicles, as
defined in Section 660 (a) of the California Insurance Code, nust file
a cl ass pl an.

1. Mot or vehicles of the private passenger or station wagon type that
are not used as a public or livery conveyance for passengers, nor
rented to others,

2. OQher four-wheel notor vehicles with a load capacity of 1,500
pounds or |ess, or

3. Mot or cycl es.
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For notorhones that neet the above definition and in which the prem um
for the vehicle is reported under Private Passenger Autonobile Liability
or Private Passenger Autonobile Physical Danmage on Page 14 of the Annual
Statenent, a class plan nust be filed.

Antique vehicle prograns for liability coverage nmust file a class plan.
Antique vehicles prograns for physical danage coverage only may be
witten under Inland Marine and do not need to submt a class plan.

Cl ass Plan versus Prior Approval Rate Filings

| NTRODUCTI ON OF NEW PRI VATE PASSENGER AUTOMOBI LE PROGRAM For new
Private Passenger Autonobile prograns, a class plan filing is required
as well as a rate filing for Liability and Physical Damage. Approval
nmust be given for all of the filings before a conpany may start witing
t he new program

In general, the class plan filing should contain:

* alisting of the applicable rating factors,

* sequential analysis of the rating factors (for "nme too" filings,
file nunber and copy of the sequential analysis of the other
conpany nust be provided),

» description of the process and criteria used to determ ne the
selected relativities,

» calculation of rating factor weights,

e good driver discount factor and good driver discount guidelines,

e all applicable discounts and surcharges including the mature
driver discount,

e underwiting guidelines and eligibility rules

« conplete rate manual

The prior approval filing should contain the base rate for each coverage
i ncludi ng support for how the base rates were determ ned, projected
rat emaki ng data (page CA-RA5 of the rate application), rate manual
expense fees and policy fees.

REVI SION TO PREVI QUS CLASS PLAN: A class plan as well as a prior
approval rate filing my be needed for sone revisions to a class plan.
If both relativities and base rates change, a class plan and rate filing
should be filed even if the programremains revenue neutral. A revenue
neutral class plan is one in which there is no projected change in
prem um for the sane book of business.
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| f changes to the class plan result in a plan that is not revenue
neutral, a rate filing should be submtted as well as a class plan
filing.

For those filings in which relativities are changi ng but the class plan
remai ns revenue neutral and there is no change in the base rates or non-
rating factors, only a class plan filing is required.

Page CA-CP5 of the application can be conpleted for all revised class
plans to show that the class plan is still revenue neutral or to show
t he magni tude of the changes. See Exhibit 7-Revenue Neutral for those
prograns which are revenue neutral.

Exanpl es of changes requiring a class plan filing are changes in the
relativities or introduction of a newrating factor or a change to the
exi sting synbol for a particular autonobile. Changes requiring a prior
approval filing include changes in the physical danage base rates,
changes in the increased limts factors, or changes in the expense fee.

Sequential Analysis, Weights, Relativities, and Data Availability

Sequential anal ysis nust be conpleted to support the rating factors and
relativities being proposed. Sequential analysis does not contenplate
non-rating factors. The analysis nust be conpleted in the manner
described in Section 2632.7 of Title 10, Chapter 5, Subchapter 4.7. A
copy of Sequential Analysis CGuidelines published by the Departnent is
avai l abl e for reference. The first step of the sequential analysis
shoul d consider the variation in risk of loss due to driving record.
Then, all of the variance of the first factor should be renoved when
devel oping the second rating factor, annual mleage, and so forth
Clainms frequency and clainms severity should be analyzed as the | ast
st eps.

The nethod sel ected to conduct the sequential analysis nust consider the
effects of the prior selected rating factors in the subsequent steps.
Only those optional rating factors that are found to have a substantia
relationship to the risk of loss in the sequential analysis should be
sel ect ed.

Wei ghts shall be calculated for each coverage. One wei ght shoul d be
calculated for each of the three nmandatory factors. Al'l optiona
factors should be calculated as a single factor weight per Section
2632. 8.

| f sunmary data is used, a conputer file should be submtted in EXCEL
format no higher than 5.0.
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Exhi bit 4-Sequential Analysis can be used to provide details of the
sequential anal ysis. Exhibit 5-Relativities for Each Rating Factor
should show how the relativities were derived from the sequenti al
anal ysi s.

For those conpanies that lack credible data on which to base the
sequential analysis, insurers may use data naintai ned by another source
as specified per Section 2632.9. Those insurers selecting this option
must provide information relating to data availability. Exhibit 3-Data
Avai l ability explains what information should be incl uded.

"Me-t 00" Filings

For those prograns in which the data |lacks credibility, the insurer may
adopt the approved sequential analysis and rating factors of another
conpany or 1SOin its entirety. O the insurer could adopt the approved
sequential analysis and rating factors fromone or nore conpani es and/ or
| SO in accordance with Section 2632.9. These type filings are referred
to as "me-too" class plans.

For a conpany w shing to adopt |1SO class plan, the conpany should state
its intent to adopt the 1SO class plan (the conpany does not need to
submt a copy of the 1SO plan), provide the selected relativities,
submt its rate manual, and state the effect on the conpany’s book of
busi ness by adopting the I SO pl an

A "me-too" conpany can adopt the approved relativities from another

i nsurer. As such, the "nme-too" conpany would not have to perform a
separate wei ghting cal cul ati on, but the conpany needs to show how the
adopted relativities would effect its book of business. |If the planis

not revenue neutral, a separate rate filing would be needed.

If a "nme-too" conpany chooses to rely on another conpany’s class plan
but selects different relativities, the "me-too" conpany nust justify
the selected relativities and factor wei ghts nmust be cal cul at ed.

For "me-too" filings, the filer should identify the conpany and
Department Class Plan Filing Nunber of the plan it wi shes to adopt. In
addition, the filer nust provide a copy of the sequential analysis of
t he ot her plan.

Synbol and Vehicle Series Filings

Subm ssion of autonobile synbols is considered a separate type of filing
under Class Plans and is treated as foll ows:

| f a conpany files new | SO nodel year synbols ORits own new node
year synbols using the sane existing approved nethodol ogy, the
filing will be processed as a synbol-class plan and given a new
filing nunber.
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If a conpany files to adopt 1SO re-synboling or re-synbol its own
synbols, the filing will be processed as a synbol s-class plan and
given a new filing nunber. The conpany shoul d provide the overal
prem um effect and analysis of the nethodol ogy used to adjust
synbol s.

An annual filing for synbol and vehicle series is required per
Section 2632.11.(h)-(i).

Di scounts and Surcharges

D scounts and surcharges should be treated as rating factors. For
exanpl e, discounts may be given for anti-lock braking systens, passive
restraint, and anti-theft devices. Sequential analysis and weights are
required.

Section 11628.3 of the California Insurance Code is still active and
requires insurers to apply mature driver discounts where actuarially
justified.

Good Driver Di scount

Due to the "take-all-comers" provision of Section 1861.02 (b) (1) of the
California Insurance Code, all good drivers nust be witten by an
insurer regardless of the insurer's wunderwiting guidelines. In
addition, a nanmed driver exclusion nust be offered to those good drivers
that otherwise are not eligible for the good driver discount due to
driving experience of another person. The rate manual corresponding to
the class plan nust reflect these two provisions.

Good driver discount guidelines nust follow the requirenments of Section
2632. 13 of Title 10, Chapter 5, Subchapter 4.7. Filers should also be
aware that conpliance with California I nsurance Code section 1861. 16(b)
will be enforced. This section states that:

“ An agent or representative representing one or nmore insurers having comon ownership
or operating in California under comon nmanagenent or control shall offer, and the
i nsurer shall sell, a good driver discount policy to a good driver from an insurer
within that common ownership, managenent, or control group, which offers the | owest
rates for that coverage. This requirement applies notw thstanding the underwiting
gui delines of any of those insurers or the underwiting guidelines of the comon
owner shi p, managenent, or control group....”

G oup Filings

The term "Goup Filing" has two different neanings. First, severa
conpanies within a group may nake a group filing. The Departnent refers
to these as "G oup” filings. |In the second instance a conpany intends

to apply different rates to a particular group of insureds per
California Insurance Code section 1861.12. This type submssion is
referred to as a "Group Insurance Plan" filing.
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| nsurance G oup filings

For this type filing if the insurance conpanies within a group use
a comon dat abase to derive the sequential analysis, a group filing
may be submtted. One conplete group application and supporting
docunents nust be submtted with a separate CA-CPl1 page for each
conpany within a group filing. Wth this option, the conpanies
within the group nust adopt the sane rating factors and
relativities.

G oup Insurance Plan filings

When an insurance conpany w shes to apply different rates for a
specific group per Section 1861.12, the rates nust be supported by
the data collected fromthe specified group. The conpany needs to
mai ntai n a separate database, conplete its own sequential analysis,
and establish separate rates.

Requi red Exhibits

The following is a summary of exhibits that should be attached to the
application. Indicate the appropriate exhibit nunber in the upper right
hand corner of the page. In addition, nunber the pages in each exhibit
in consecutive order.

Exhi bit 1-Expl anat ory Menorandum

| ndi cate the purpose of the filing and provide a summary of proposed
changes within the filing.

Exhibit 2-Filing H story

Provide a list of all the previous rate, class plan, and synbol filing
nunbers that have been made to the California Departnent of I|nsurance
for this programwi thin the |ast three years.

Exhibit 3-Data Availability

This exhi bit shoul d be conpl eted when data required by Section 2632.9 of
Title 10, Chapter 5, Subchapter 4.7 is not available to an insurer.
Include the following information in this exhibit:

1. Provi de reasons why the insurer's data are unavailable, wth
appropriate references to the practices of other conparably
situated insurers.

2. Justify the use of the substitute data proposed. I ncl ude
support for any nodification nade to the substitute data as
applied to the insurer's class plan. Discuss other feasible
alternatives to using the substitute data.
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3. Provide a plan for collecting the data.

Exhi bit 4- Sequential Anal ysis

Complete this exhibit to show the sequential analysis. For those
i nsurers adopting the sequential analysis of another source, state the
class plan file nunber of the other plan.

This exhibit shoul d descri be how the sequential anal ysis was conduct ed.
| ndicate the statistical nethod that was used. G ve the order in which
the rating factors were put into the sequential analysis. Provide the
results of the sequential analysis. Summari ze how the sequenti al
anal ysis was used to determ ne which optional rating factors shoul d be
selected. A paper entitled "Sequential Analysis Quidelines" has been
prepared by Department staff which may be used as a reference. The
sequential anal ysis should be based upon | oss data that has the effect
of non-rating factors renoved. For liability coverages this neans
capping loss at the mninum liability limts. For physical damage
coverages this means adjusting |losses to reflect a common deducti ble as
well as adjusting the loss data for the vehicle synbol, value, nodel,
etc.. Refer to the attached Table | for data reporting fornmat.

Exhi bit 5-Relativities for Each Rating Factor

For each rating factor, provide a breakdown of the categories per factor
and the relativities. Explain how the categories were determ ned and
justify the groupings. (For exanple, for driving record, explain why
two categories were selected--0-1 and 2+ points rather than five
categories--0, 1, 2-3, 3-4, and 5+ points.) Explain and support how t he
selected relativities were derived from the sequential analysis. | f
relativities are being revised, display the current relativities as well
as the proposed relativities.

For those insurers adopting the sequential anal ysis of another conpany,
the sane relativities should be adopted as the relativities are based on
t he sequential analysis. Provide a copy of the relativities of the
adopted plan. Any deviations fromthe other conpany's relativities nust
be support ed.

Exhi bit 6-Factor Wi ghts

Show detail ed calculation of the four factor weights for each coverage.
One weight for each of the three mandatory factors listed in Section
2632.5(c) (1) through (3) and one for all the optional factors from
Section 2632.5(d) taken together as a single factor weight. Factor
wei ghts shoul d be cal cul ated as per Section 2632.8. The attached Tabl e
Il outlines the reporting format.
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Exhi bit 7-Revenue Neutra

Provide and support the nethodology utilized to maintain a revenue
neutral plan. This explanation could include:

Computer rerating of each policy to verify that the plan remains
revenue neutral .

For revenue neutral plans w thout adjustnents to the base rate, the
old conbined average relativity should match the new conbi ned
average relativity. If the base rates are being adjusted by an
offset (of the new to old relativities), a prior approval rate
filing should be nade.

Exhi bit 8- Synbols and Vehicle Series

This exhibit should be conpleted when an insurer is introducing its own
synbols or revising existing synbols. Those insurers adopting the
| nsurance Services Ofice synbols w thout deviation, identify the |SO
Circul ar nunber and edition.

Descri be and support how the synbols were established or why the synbol s
shoul d be adjusted. Support could include danmageabl e studies or data
for the H ghway Loss Data Institute (HLDI) or the Departnent of Motor

Vehi cl es (DW).

Every insurer that does not use auto synbols, but which uses nake
nodel, value, cost of repair, as factors in determning rates and
premuns for private passenger autonobile insurance nust submt its
nmet hodol ogy for determining such factors, and all values and
relativities associated therewth. Any subsequent changes in
nmet hodol ogy nmust al so be submtted for approval.
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Exhi bit 9-Market Di sl ocation

Expl ain any expected market dislocations due to the changes in the
proposed class plan. The attached Table 11l specifies the data
reporting format.

Exhi bit 10-Devel opnent of Rate Manual

Show how rates in the rate manual in Exhibit 14 were devel oped from
relativities and base rates.

Exhi bit 11-Rating Logic

Using the follow ng exanpl es, show how a policy premumis determ ned.
Describe the rating |logic, and denonstrate that the good driver discount

(if applicable) is applied as the last step of the calculation. | f
there is insufficient information in the follow ng exanples for your
rating plan, specify any additional assunptions that you nake, e.g., if

you do not have a $200 collision deductible option, select the closest
deductible in your rating plan and so specify.

Exanmple 1

Bodily Injury (Bl') ........ 15, 000/ 30, 000
Property Damage (PD)............... 5, 000
Medi cal Payment (MP)............... 2,000
Uni nsured Motorist Bl...... 15, 000/ 30, 000
Uni nsured Motorist PD.............. 3, 500

Single Male, licensed 2 years, 2.4 GPA

One at fault accident, which resulted in $1000 property danage
Drives 15 mles each way to school. 15,000 annual mles
Liability, MP, and UMBI and PD coverages, Single vehicle.

Zi p code: 90036 (Los Angel es)

Exanpl es 2 and 3

Bodily Injury (Bl)............ 100, 000/ 300, 000
Property Damage (PD)................... 50, 000
Medi cal Paynment (MP).................... 5, 000
Uni nsured Motorist Bl........... 30, 000/ 60, 000

Col |'i si on Deducti bl e Wi ver
Conpr ehensi ve Deductible $100 Col li sion Deductible $200
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Exanple 2 - Single Fenale

Li censed 22 years. No Vi ol ations.

1996 Honda Accord LX, 4 cyl., 4-door sedan.

Driven (to work) 20 mles each way. 16,000 annual m | es.
Zip code: 92714 (Ilrvine)

Exanple 3 - Family Risk

Husband (licensed 28 years), wife (licensed 26 years),

both principal operators, both have 1 speeding ticket each.

Son, (Cccasional operator. Licensed 1 year. ean record. Drives Ford
for pleasure only.

1995 Ford Explorer XLT, 4 door, 2 wheel drive. Driven by wife, 10 mles
each way to work, 12,000 annual m |l es.

1993 Toyota Camry LE, 4-cyl., 4-Dr sedan. Driven by husband, 35 mles
each way to work. 20,000. annual mles.

Zi p Code: 94605 (Cakl and)

Exhi bit 12-Good Driver D scount Qui delines

Provi de the good driver discount guidelines.

Exhi bit 13-Rate Manual

Provi de the proposed rate manual for this program

Exhi bit 14-Underwiting Quidelines

Submit the underwriting guidelines for the program being filed.
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